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InsidethisMont hds GI obal Mar ket Analysis Rep

ThisY 2 y (i Higblightssection calls attention tothe recent phenomenon oincreasingspreads
between Ginnie Mae Il Single Family MBS US10-yr Treasury yield despite consistent month
over-month decreass inMBS productionThe section also covepoduction trends between the
agenciesrevealing thatgross MBS production has been declining at higher rates for the t6B8Es

for Ginnie Mae While net MBS issuance has dropped for the GSEs, net issuance for Ginnie Mae is
growing.

Notable insightsntK A & Y2y i KQ& Df 26l f al NJSG tylrféeara wSLR

1 The Prepaymentssectionillustrates the convergence of Ginnie Mae aggregate prepayment
ratesto those ofFannie Mae and Freddie M@ SE¥ecurities

1 TheAgency REMIC issuarsaxtion capturathe continuedupward trend in coupon rates for
REMIC deals

1 The Agency Credit Breakdowsectionillustrates tre leading role thatGinnie Maecontinues
to play in highLTV lendingand in providing homeownership opportunities to firstne
homebuyers

1 TheU.S. Housing Marksectionshows signs of decelerating inflatiand mortgage ratethis
month, particularly in the rental housing marketswell as home prices beginning to decline
nationally However, inflation andnortgage rates seem to still outpace wage growth.
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Highlights

Even though the production of MBS has declicedsistentlymonth after month in 2022 (see
Section 53), spreads on Ginnie Mae MBS have remained wide on a relative basis throughout the
year. At montl2énd November 2022, Ginnie Mae Il Sirgémily MBS recorded a yield of 5.03%
compared to the US 10T yield at 3.61% as illustratedkigure 1 This is a 32fhp YoY increase

for the Ginnie Mae Il Singleamily MBS vyield from 1.82% at morhd November 2021

Figure 1. Ginnie Mae Il Single Family Index versus US Treasyy\idds
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The total issuance of Ginnie Mae MBS decreased from $62.3 billion in January 20220to $36.
billion inNovember2022.This is a monthly rate of decline of approximately 42E4en though

there is a slowdown in Ginnie Mae MBS production, prepayments have slowed at an even greater
rate, currently driven by seasonality and a higher interest rate environment3segon 3. In
November 2022, Ginnidlae fixed rate aggregate prepayment speeds decreased by 21.4% MoM.
As shown irFigure 3the total remaining principal balance of Ginnie Mae | and Il is $2.3 trillion

in November2022r a $19 billion increase fronOctober2022 and a $7 billion increase fom
January 2022

! Bloomberg data as of November 2022

2 hitps://www.ginniemae.gov/data_and_reports/reporting/MonthlylssuanceReports/Nov22 ISS.pdf

3 https://www.ginniemae.gov/data_and_reports/reporting/Monthly%20UPB%20Reports/Oct22 RPB.pdf
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Figure 2. Total Issuance of Ginnie Mae | and |l Figure 3. Total Remaining Principal Balance
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In January 2022, the gross MBS issuance amount was $59 billion for Ginnie Mae, $85.9 billion for
Freddie Mac, and $93.1 billion for Fannie Mae (Seetion 5.3. In November 2022, the gross
issuance amount faginnie Mae was $33.6 billion, $22.7 billion for Freddie Mac, and $25.7 billion

for Fannie Mae. While Ginnie Mae gross issuance has decreased by 43.1% since January 2022,
Fannie Mae and Freddie Magross issuance levelsave decreased by 72.4% and 73.6%
respectively as illustrated inFigure 4.Although Ginnie Mae gross issuance has dropped
consistently throughout 202@verage growth rate 06.3%)gross issuance for Freddie Mac and
Fannie Mae have been consistently decliningoger double the rate ofGinnie Mae with
approximately 15% and 12.1%monthly rates of decline in issuance respective

Figure 4. Agency Gross Issuance Amount
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Asagency goss issuance amounts have dropped, Ginnie Mae net issuance has increased while
Fannie Mae and Freddie Mac net issuance has dropped significantly. In January 2022, the net
issuance amount was $14 billion for Ginnie Mae, $37.6 billion for Freddie Mac4argi$llion

for Fannie Mae (se8ection 5.3. In November 2022, the net issuance amount for Ginnie Mae

was $18.3 billion, $3.5 billion for Freddie Mac, and only $300 million for Fannie Mae. Since
January 2022, Fannie Mae net issuance has declined by 99.3% and Freddie Mac net issuance has
also declind by 90.7% while Ginnie Mae net issuance has grown by 30.7% as shéiguara5.
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Figure 5. Agency Net Issuance Amount
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Despite the decrease YTD 2022 in MBS production, the spread between GN Il SF and the US 10
Yr remains relatively wide. As depicted=igure 6 the spread over the last five years was at its
widest, at 187 bps, in September 2022 when the GN Il SF yield was at 5.79% and thérlas 10
3.92%*

At monthrend November 2022, the spread between the GN Il SF and the-YBwl#s 143 bas
a2.86% YoY increase from a spread of 37 bps in November 2021.

Figure 6. Spread between GN Il SF and US'rlTreasury
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Current MBSroduction volumeis projected to remain relatively stablaéroughthe end of Q1

2023 per the Mortgage Bankers Association (MBA) November 21, 2022 foréQds202

production volumes of $398 billion compared to $392 billion projections in Q1 2028) MBA

forecasts that the pace of mortgage loan originations is driven by a decline in refinancing share

from 58% in 2021 to 30% in 2022 and dropping again to 24% $i°202

4 Bloomberg data as of November 2022

5 https://www.mba.org/docs/default-source/research-and-forecasts/forecasts/mortgage-finance-forecast-nov-2022.pdf?sfvrsn=ag8e2944 1
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1 US AGGREGATE AND GLOBAL INDICES

1.1 Bloomberg US Aggregate and Global Indices

Figure7. Bloomberg US Aggregate Index.
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At month-end November US Treasuries contribudeapproximately41% to the Bloomberg US
Aggregate Indexstablefrom the prior month. US MBS (Ginnie Mae, Fannie Mae, and Freddie Mac)
continuesto contribute approximately 28%fFor the US Aggregate Index, all otloewanges to the
index components were no larger than 1%.

Figure8. Bloomberg Global Aggregate Index by Country.
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In the Bloomberg Global Aggregate Index by Country, the US share of fixed inremaesthe
largest share of total outstanding issuance, representing approximaiéfy af the totalBloomberg
Global Aggregate Indedapari shareof fixed incomeis the seond highestat 12% For the Global
Aggregate Indexall countriesremained stable when compared to the prior momtlith no changes
larger than 1%

Source: Bloomberg [both charts]. Note: Data as of November 2022. Figures in charts may not add to 100% due to rounding.
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2 SOVEREIGN DEBT PRODUCFERFORMANCE COMPARISONS

2.1 Global 10 -Year Treasury Yields (Unhedged)

¢KS ! { wmnméSI N ¢ BPoatdadhend NoBeimber2022, @ MdR/dedr@asef 44
bps. US Treasury yieldsmainthe secondhighest of all the government treasury yieldepicted in
the figure belowbehindltalian Treasury yields.

¢tKS @AStR 2y (i Kdecreasédio M. m6keas moNtheryt Navendber a MoM
decreaseof 35 bps.
¢tKS @8AStR 2y (KSsdérgdsatb 1/99mat manthdndNowérdbers MoM
decreaseof 21 bps.
¢tKS @AStR 2y (K Sectedsédd 8.876 atnmontheénd Navémie ai oM
decreaseof 42 bps.

I ¢tKS 8AStR 2y (KS dadrendeds $.25% atmnanthén8Nokkmyepaivid M
decreaseof 1 bps.

Figure9. Global 10Year Treasury Yields.
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Source: Bloomberg. Note: Data as of November 2022.
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2.2 US TreasuryHedged Yields
¢tKS KSR3ISR @AStR T2 MNireasedoMisbpsad?.i78b) atomediHerd

November

The hedged yield faK S mn e S| NJintréaBekMVio bzl Eps tdd1:25% at month-end

November

Figurel0. 7¢10yr Total Return Hedged Index, JPY.
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Figurell. 7¢10yr Total Return Hedged, EUR.
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Source: Bloomberg. Note: Data as of November 2022.
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SECONDARY MORTGAGE MARKET

3 FIXED INCOME PRODUCT PERFORMANCEOMPARISONS

3.1 Ginnie Mae Yields 6 USD

Ginnie Mae fixed rate MBS yieldscreasedVloM in November2022. Ginnie Mae Il yields were at

5.568% at month-end Septembey increasedl6 bps to 572% at monthend Octoberand have now
decreasedo 5.03%,a 69 bpsdecreaseGinnieMae| yieldswere at 5.51% at montkend September

increasedl3 bpsto 5.64%at monthrend October and have now decreased @fpsto 4.99% Ginnie

Mae Il spreads over the US-§6ar Treasury yield, ju&7 bps at monthkend November2021, had
increasedlO6bpsto 1436 LJa 2 GSNJ G KS ' { ™ me-&ndNavembeR024 didl & A St
yields on the Ginnie Mae | SFwd@96 LJA KA IKSNJ GKFy GKS | { -endmeé S| NJ
November adecreasan spread o0 bps MoMbut anincreaseof 84 bpsYoY

Figurel2. Ginnie Mae Il SF Yield, USD
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Figurel3. Ginnie Mae | SF Yield, USD
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Sources Bloomberg. Note: Data as of November 2022

A Monthly Publication of Ginnie Maeds Offi Page8



L GLOBAL MARKETS ANA
ﬂ GinnieMae Fixed Income Product Performc
DECEMBER2022

3.2 Ginnie Mae Yield Spreads 8 Intermediate Credit

tKS BAStR RAFFSNBYUAlIET 0S06SSYy | {detrefse®NWBRA I (S
to 0.58% at monthendNovember®? ¢ KS DAY Y A S aéckasédi3bps Mave hé B8 h ! {
Intermediate credit OAS hakecreased®2 bps MoM.

Figurel4. US GNMAI 30yr MBS OAS versus US Intermediate Credit OAS.
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Figurel5. Spread between US Intermediate Credit and US GNMA Il 30yr MBS OAS.
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Source: Bloomberg. Note: Data as of November 2022.
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3.3 Global Treasury Yield Per Duration

GNMA MBS continue to offer laigher yield in comparison to other government fixed income
securities of various tenors with similar or longer duration. Prepayment risk is a feature of MBS
Particularly for GNMA Il securitiedecreasesn duration have been observeaélative to the morth

prior.

Figurel6. Yield vs. Duration
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Source: Bloomberg. Note: Yield and modified duration for GNMA Il securities is based on median prepayment assumptions from
surveyed Bloomberg participants. All data is as of November 2022. Yields are in base currency of security and unhedged.
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4 PREPAYMENTS

4.1 Aggregate Prepayments (CPR)

Ginne Mae fxed rateaggregateprepayment speeds decreas@dNovemberby 21.4% MoM, while
Fannie Mae and Freddie M&PRslecreasedy 155% andl5.%%, respectivelyARM prepayments

have droppedor all three agenciesdue to decreased refinance activitythe current higher interest
rate environment.

Figurel?7. Fixed Rate AggregateMonth CPR.
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Figurel8. ARM Aggregate-Month CPR.
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Source: Recursion. Note: Data as of November 2022.
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4.2 Involuntary Prepayments (CDR)

Fixed ratenvoluntary prepayments (CDR)mainhigher for Ginnie Maghan forthe GSEs. The spread
in prepayment speedbetween Ginre Maeand GSprepaymentshas converged significantly since
DAYYAS alak6f#2.4CHERwWn JieJ3020. ARM CDR®r Freddie Maaontinued to remain
below GinnieMae in November2022after slightly overtaking Ginnie Mae in September 2022

Figurel9. Fixed Rate Aggregate CDR.

= Fannie Mae Freddie Mac Ginnie Mae
15
__1o
S
@
o
(@]
5
0.6
0.3
~/—~\—_____ﬂ\‘

0 T 0.2
N 00 00O 0 00 O O OO OO OO OO OO O O O O O O O Hd d =+ d +d 4 N N N N N N
T g g g S Qg § g g agg g gg g
> C 5 >S5 Q > C 5 >SS Q> CcC 5 >TSS Q> Cc 5 >SS Q> Cc 5. > 9 >
) S T =2 <) S T =2 <) S T =2 ) S T =2 ) S T =2 )
282" 8§282"328S==s"328S=2"828=2"8§ 2

Figure20. ARM Aggregate CDR.
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Source: Recursion. Note: Data as of November 2022.
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4.3 Voluntary Prepayment Rates (CRR)

Fixed rate wluntary prepayments (RR continue toremain higher for Ginnie Maeelative to the
GSEdn theenvironmentof increasingnterest rates andhigherprices(SeeSection 142.1), voluntary
prepaymensarefacing downwardrendsfor both Ginnie Ma@andthe GSEd-annie Mae and Freddie
Macsawdecrease®f 16.1%MoM in fixed rate aggregate CRR, respectivelgddie Mac saw 21.8%
MoM decreaseand Fannie Mae saw B3.1% MoMdecreasein ARM aggregate CRBinnie Mae

decrease®2.4% MoMin fixed rate aggregate CRR aaiva51.26 MoMdecreasen ARM aggregate
CRR

Figure2l. Fixed Rate Aggregate CRR.
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Figue 22. ARM Aggregate CRR.
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Source: Recursion. Note: Data as of November 2022.
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5 SINGLEFAMILY MBSPASSTHROUGHISSUANCE

5.1 Gross Issuance of Agency MBS

Agency gross MBS issuance decreased MoM4bg4 All three agenciesaw decreases in gross
issuance as compared Movember

Tablel. Agency Gross Issuance ($aitlions).

Issuance Year Fannie Mae Freddie Mac GSE Total Ginnie Mae Total
2001 $506.9 $378.2 $885.1 $171.5 $1,056.6
2002 $710.0 $529.0 $1,238.9 $169.0 $1,407.9
2003 $1,174.4 $700.5 $1,874.9 $213.1 $2,088.0
2004 $517.5 $355.2 $872.6 $119.2 $991.9
2005 $514.1 $379.9 $894.0 $81.4 $975.3
2006 $500.2 $352.9 $853.0 $76.7 $929.7
2007 $633.0 $433.3 $1,066.2 $94.9 $1,161.1
2008 $562.7 $348.7 $911.4 $267.6 $1,179.0
2009 $817.1 $462.9 $1,280.0 $451.3 $1,731.3
2010 $626.6 $377.0 $1,003.5 $390.7 $1,394.3
2011 $578.2 $301.2 $879.3 $315.3 $1,194.7
2012 $847.6 $441.3 $1,288.8 $405.0 $1,693.8
2013 $749.9 $426.7 $1,176.6 $393.6 $1,570.2
2014 $392.9 $258.0 $650.9 $296.3 $947.2
2015 $493.9 $351.9 $845.7 $436.3 $1,282.0
2016 $600.5 $391.1 $991.6 $508.2 $1,499.8
2017 $531.3 $345.9 $877.3 $455.6 $1,332.9
2018 $480.9 $314.1 $795.0 $400.6 $1,195.6
2019 $597.4 $445.2 $1,042.6 $508.6 $1,551.2
2020 $1,343.4 $1,064.1 $2,407.5 $775.4 $3,182.9
2021 $1,388.0 $1,245.1 $2,633.1 $840.9 $3,474.0

2022 YTD $603.4 $526.1 $1,129.5 $483.5 $1,613.0
2022 Annualized $658.3 $573.9 $1,232.2 $527.4 $1,759.6

Figure23. Agency Grosksuance
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*2022 values have been annualized i the annualization methodology is not seasonally adjusted.

Note: Numbers are rounded to the nearest hundred million. For s ums, l'ike AGSE Total o, the values
underlying values are summed. As a result, some sums may not appear to match the sum of their rounded component values.
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DAY Y A S 33%6bilffofd @ gréss issuance Movemberwas approximatels2% below the average
monthly issuance for 202Thus far in 202Z5innie Mae is on pace ttave lower gross issuance than
2021by approximately $135 billion.

Table2. GinnieMae Gross Issuance Collateral Composition ($ in billions)

Issuance Year FHA VA Other Total
2001 $133.8 $34.7 $3.1 $171.5
2002 $128.6 $37.9 $2.5 $169.0
2003 $147.9 $62.7 $2.5 $213.1
2004 $85.0 $31.8 $2.5 $119.2
2005 $55.7 $23.5 $2.1 $81.4
2006 $51.2 $23.2 $2.3 $76.7
2007 $67.7 $24.2 $3.0 $94.9
2008 $221.7 $39.0 $6.9 $267.6
2009 $359.9 $74.6 $16.8 $451.3
2010 $304.9 $70.6 $15.3 $390.7
2011 $216.1 $82.3 $16.9 $315.3
2012 $253.4 $131.3 $20.3 $405.0
2013 $239.2 $132.2 $22.2 $393.6
2014 $163.9 $111.4 $21.0 $296.3
2015 $261.5 $155.6 $19.2 $436.3
2016 $281.8 $206.5 $19.9 $508.2
2017 $257.6 $177.8 $20.2 $455.6
2018 $222.6 $160.8 $17.2 $400.6
2019 $266.9 $225.7 $16.0 $508.6
2020 $327.0 $423.5 $24.9 $775.4
2021 $392.2 $422.1 $26.7 $840.9

2022 YTD $259.1 $210.3 $14.1 $483.5
2022 Annualized $282.6 $229.5 $15.4 $527.4

Figure24. Ginnie Mae Gross Issuance
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*2022 values have been annualized i the annualization methodology is not seasonally adjusted.
Note: Numbers are rounded to the nearest hundred million. For sums, like AGSE Total o, the val uesc
underlying values are summed. As a result, some sums may not appear to match the sum of their rounded component values.
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5.2 Net Issuance of Agency MBS

Agency net issuance Movemberwas approximately &.1 billion, which represents 20.3% MoM

decreasen net issuanc@riven entirely by decreases in G&# issuanceGinnie Mae net issuance
was $B.3billion inNovember a5.5%increaserom October2022 Since May 202FHAnet issuance
outpaces VAnet issuance MoMas shown in Tabkkand Figure 2.

Issuance Year
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021

2022 YTD
2022 Annualized
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Table3. Agency Netdsuancg$ in billions)

Fannie Mae Freddie Mac
$92.0 $67.8
$216.6 $151.8
$218.9 $138.3
$293.7 $41.1
$32.3 $50.2
$62.5 $111.7
$164.3 $149.3
$296.1 $218.8
$213.0 $101.8
$208.1 $42.5
-$156.4 -$146.8
-$32.6 -$95.8
$32.9 -$75.3
$53.5 $11.8
$-4.0 $30.0
$3.5 $65.0
$60.5 $66.8
$83.7 $77.0
$81.9 $67.6
$87.4 $110.3
$289.3 $343.5
$384.9 $498.0
$193.8 $161.4
$211.4 $176.0

GSE
$159.8
$368.4
$357.2
$334.9

$82.5
$174.2
$313.6
$514.9
$314.8
$250.6
-$303.2
-$128.4
-$42.4
$65.3
$26.0
$68.4
$127.4
$160.7
$149.4
$197.7
$632.8
$882.9
$355.2
$387.4

Ginnie Mae
$29.3
-$9.9
-$51.2
-$77.6
-$40.1
-$42.2
$0.2
$30.9

$196.4
$257.4
$198.3
$149.6
$119.1
$89.6
$61.6
$97.3
$126.1
$132.3
$112.0
$95.7
$19.9
$2.7
$163.4
$178.2

Figure25. Agency Net Issuance

e Fannie Mae

Freddie Mac

Ginnie Mae

*2022 values have been annualized i the annualization methodology is not seasonally adjusted.

Total
$189.1
$358.5
$306.1
$257.3

$42.4
$132.0
$313.8
$545.7
$511.3
$508.0
-$105.0

$21.2

$76.8

$154.9
$87.7

$165.7
$253.5
$293.0
$261.5
$293.5
$652.7
$885.6
$518.5
$565.7

» $211
$178
$176

Note: Numbers are rounded to the nearest hundred million. For sums, l'ike AGSE Total o, t
underlying values are summed. As a result, some sums may not appear to match the sum of their rounded component values.
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